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Segmentation has always been considered as one of the most important, but 
challenging, issues in marketing. From a marketing research point of view, 
segmentation is essential because it has a direct impact on the way in which 
a market is understood and even defined; from a managerial standpoint, market 
segmentation is strategic because the selection of the appropriate target markets 
is paramount to developing successful marketing programmes. It is thus not 
surprising to observe the dominant role of segmentation in both the consumer 
behaviour and marketing literature (for a review, see Wind[l] and, more recently, 
Dickson and Ginter[2]). 

Market segmentation is challenging, however, because the choice of 
appropriate segmentation bases is far from obvious. Traditionally, marketing 
managers have preferred to use demographic descriptors which are easier to 
define and measure. Even now, in many markets, income will not be abandoned 
unless strong reasons exist for doing so. On the other hand, the last tw-o or 
three decades have witnessed an increasing use of psychosocial criteria such 
as social class, lifestyle or culture. 

The question of the superiority of one criterion over another has already 
generated a voluminous literature in marketing research. After thoroughly 
reviewing the social class versus income issue, Schaninger[3] concluded that, 
for certain products (e.g. food, coffee), social class was clearly superior to 
income, while the reverse was true for others (e.g. appliances, soft drinks). 
Rich and Jain(4] and, more recently, O’Brien and Ford[5] have established that, 
given certain conditions, lifestyle is more appropriate than social class. Kahle[6] 
has demonstrated that geography performs better than regional culture for a 
variety of products but Novak and MacEvoy[7] have recently shown that certain 
lifestyles systems are better than others. The purpose of this article is to 
compare the predictive power of income versus culture in the context of a market 
which has received relatively little attention so far: the market for luxury goods. 

The Luxury Goods Market: Background and Research Hypotheses 

Over the last 15 years, the market for luxury goods has experienced spectacular 
growth. Even if difficult to evaluate, due to relatively flexible boundaries, the 
luxury goods market was recently estimated at $60 billion by McKinsey & Co. [8], 
on the basis of a worldwide analysis of 14 sectors {haute couture, pret a porter, 
perfume, jewellery, watches, leather goods, shoes, cars, wine, champagne, 
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spirits, tableware, crystal and porcelain). The Colbert Committee, which includes 
many prestigious French brands (Chanel, Dior, Guerlain, Hermes, Remy, etc.), 
reports a worldwide turnover of $4.5 billion — an increase of 100 per cent over 
five years f9]. The take-off of luxury goods is even more impressive for certain 
companies. In 1977, Vuitton was merely a small family business with sales under 
$20 million. Fifteen years later, the $1 billion mark was attained. 

Given such figures, one might expect the luxury market to be regularly 
surveyed and analysed. This is not the case. Panels of consumers and retailers, 
or even image barometers, which are frequently used in many other sectors 
of consumer products, hardly exist in the luxury goods market. Very few 
companies are equipped with information systems which allow them to measure 
and anticipate the continuing developments occurring in the marketplace. 

To a certain extent, this is understandable. Until recently, the market tended 
to be dominated by rather small companies which were often family controlled 
and had modest or even no market research budgets. At the same time, the 
lack of market research in the luxury goods sector kept alive certain ideas relative 
to the consumption of these products. One of the most persistent of these 
concerns the identity of the consumer. 

Luxury goods are expensive in relative and absolute terms. Moreover, they 
are identified as such by the market and even more so when one considers 
them to be “trivial” products, without any clear functional advantage over their 
“non-luxury” counterparts. As a result, many producers of luxury goods tend 
to believe their clientele comes primarily from upper income classes. Indeed, 
the managerial practices of luxury goods companies are based on this 
presupposition. For example, their media planning gives priority to “up-market” 
publications (Vogue, etc.), and their shops are situated in prime locations (Place 
Vendome in Paris, 5th Avenue in New York, the Ginza in Tokyo, etc.). In light 
of this, it seems that income is the best, if not the only, indicator of measuring 
demand. 

To a large extent, this implicit assumption concerning the dominant role of 
income in explaining luxury goods consumption also emerges from a review 
of the very limited research literature devoted to this topic [10]. Traditionally, 
economists have stressed the role of income as a limiting factor, inhibiting people 
from fully satisfying their consumption needs. According to their view, consumer 
solvency and purchasing power are essential elements in defining the demand 
for any item offered for exchange. Given the premium prices charged by luxury 
goods companies, it would seem natural to expect income to be a rather powerful 
segmentation variable. 

In the case of luxury goods, another reason supports the income-based 
approach. As early as in 1899, Thorstein Veblen developed a theory according 
to which consumers use product prices as a means of ostentatiously displaying 
their wealth[ll]. Since income is a major contributor to wealth, and since the 
price differential has often been used to identify and even define what constitutes 
a luxury product[8], one would expect Veblen effects to be particularly 
“conspicuous” in the realm of luxury goods. For these two reasons, we can 
hypothesize that income should play a dominant role in segmenting this market. 
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Hence, our first research hypothesis: 

HI: The higher the income of an individual, the higher the propensity to 
purchase luxury goods. 

At the same time, it seems equally clear that the purchase of luxury goods 
does not obey economic factors only. As already visible in Veblen’s approach, 
the symbolic and social value attached to the consumption of such goods reveals 
a significant impact of culture. 

Early work in anthropology had already stressed the key role of rituals 
surrounding ownership, distribution and consumption of goods for understanding 
the value system of “primitive” societies[12,13]. In subsequent years, many 
social scientists started to explore the various facets of socio-cultural influence 
on consumption behaviour. 

Liebenstein[14], for example, when studying “external” effects on demand, 
introduced the dialectic of “snob” versus “bandwagon” effects, so essential 
for understanding the dynamics of the status goods market. While “snobs” 
buy exclusive items as an attempt to differentiate themselves from others, 
“followers” purchase them to be identified with a reference group serving as 
a role model (see, also, Bourdieu[15]). 

More recently, a group of consumer researchers have developed a ‘ ‘hedonic’ ’ 
perspective, according to which purchasing luxury goods would primarily satisfy 
buyers’ appetite for symbolic meanings[16,17,18], while other writers have 
emphasized the desire of consumers to extend their own personality through 
their possessions[19]. 

For all these reasons, it would seem that cultural identity is a powerful variable 
for segmenting the market for luxury items. Among the various cultural traits 
analysed in the past, it would seem that those related to self-achievement needs 
and, more generally, to a positive attitude regarding cultural change (an attitude 
characterized by the acceptance of risk, the preference for control of one’s 
destiny and the faith in the future as a source of opportunities for self¬ 
development) are particularly worth investigating. Even though snobs and 
followers buy luxury products for apparently opposite reasons, their basic 
motivation is really the same; whether through differentiation or group affiliation, 
they want to enhance their self-concept; only the strategy differs. Even when 
the impact of consumption on others is not the primary motive, as in the case 
of the hedonic consumer, the quest for identity through relevant associated 
meanings is the same driving force. Hence, our second research hypothesis: 

H2 : The more positive the attitude towards cultural change, the higher the 
propensity to buy luxury goods. 

To a large extent, the spectacular growth of the luxury goods market can be 
attributed to a powerful current of democratization. Because of a growing 
purchasing power, and also because of the industrialization process adopted 
by manufacturers, products that used to be considered exclusive (salmon, 
perfumes, first-class hotel services) are now widely consumed by the public. 
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As a result, the relevance of an exclusively, or even dominantly, economic 
segmentation of demand is open to debate. As discretionary income increases, 
and as the prevailing media culture promotes immediate self-indulgence and 
gratification, i.e. the “ego society”, it may be the case that the wish to seek 
status and recognition, whether to impress others or to impress oneself, becomes 
more important than the ability to do so. So, is it income or cultural identity 
that best explains behaviour as far as luxury goods are concerned? The following 
research was undertaken to answer this question. 


Methodology 

As part of the Anticipating Change in Europe (ACE) programme (described below), 
a representative quota sample of 7,600 Europeans was established covering the 
five major European luxury markets (with an equal number of respondents in 
each country): Great Britain, France, West Germany, Italy and Spain. To ensure 
representativeness, quotas were specified in terms of the following socio¬ 
demographic criteria: sex, age, profession, geographical location and income. 
Given the data collection method adopted (a questionnaire handed in person at 
home and collected a few days later), the response rate was extremely high. 
The acquisition of luxury goods was measured over 17 products, through two 
self-administered questions. They appear in Table I. Since luxury goods are far 
from being homogeneous, a mere count of the number of products purchased 
would be a rather limited indicator of luxury consumption. It is far more revealing 
to buy a fur coat costing more than $2,000 than a bottle of champagne sold for 
$20. To take into account such differences, the products listed in Table I were 
classified in two groups on the basis of their selling price, diffusion level and 
repurchase rate: nine “accessible” luxury goods (listed in reference to the first 
question) and eight “exceptional” luxury goods (second question). Such a 
distribution made it possible to identify several levels of luxury goods consumption. 
For example, it was found that 51 per cent of consumers, or one out of two, 
had acquired at least one product belonging to either one of the two categories, 
and that 23 per cent, or one out of four, had acquired at least one product in 
each category. For the purposes of this study, a consumer of luxury goods was 
defined as any person who had acquired at least three products belonging to 
‘ ‘accessible’ ’ and two products of ‘ ‘exceptional’ ’ luxury during the period under 
consideration. This definition was chosen so that the percentage of luxury goods 
consumers (out of the entire sample) would equal 5 per cent, a figure which 
thus serves as a basis of reference for segmented populations. 

Income was defined as the monthly household revenue and measured according 
to the following scale: (1) more than $3,000 of monthly income; (2) between 
$2,000 and $3,000; (3) between $1,000 and $2,000; and (4) less than $1,000, 
to establish the economic profile of the respondent. Only 2 per cent gave no 
answer to the income question. 

Culture was more difficult to assess since, at present, there is no unique 
theoretical perspective on the impact of cultural forces on behaviour in general. 
Although cultural influence has been the subject of study in many of the social 
sciences, from anthropology to cross-cultural psychology, each discipline adopts 



(1) Have you bought or received over the course of the last two years: 


• a bottle of champagne worth more than $20 

• a bottle of perfume worth more than $40 

• a scarf or tie worth more than $40 

• a pen or lighter worth more than $100 

• an article of jewellery $100-$500 

• a leather good worth more than $200 

• a watch worth more than $400 

• none of the above products 


(2) 


Have you bought or received over the course of the last three years: 

• an article of gold jewellery worth more than $400 

• a piece of diamond jewellery 

• an article of clothing worth more than $500 

• silverware 

• an antique 

• a hi-fi stereo or video equipment worth more than $1,200 

• a fur coat worth more than $2,000 

• none of the above products 
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Table I. 

Questionnaire: 
Evaluation of Luxury 
Goods Acquisition 


a different viewpoint and often different definitions of cultural factors. In their 
landmark study, Kroeber and Kluckhohn[20] identified 164 definitions and were 
sufficiently dissatisfied with all of them to add a 165th! 

The viewpoint adopted in this study was that, central to any culture or society, 
is a common set of values shared by its members which determine what is 
considered socially acceptable behaviour. In other words, to belong to a culture 
is to behave in a similar manner, accepting the same norms and respecting or 
rejecting the same values. 

Accordingly, the cultural profile of the respondent was established through 
an elaborate methodology developed over several years at the International 
Research Institute for Social Change (RISC). RISC is an international consultancy 
group, based in Switzerland and active since 1978 in 17 of the world’s major 
developed markets. Its specific expertise is the monitoring of socio-cultural 
change. Since 1980, with 1992 and beyond in mind, RISC has developed and 
sold to many multinational subscribers (such as British Airways, BMW, Unilever, 
Lego, Volvo, etc.) an integrated programme of research, based on large 
quantitative surveys (“Anticipating Change in Europe” (ACE)) to track socio¬ 
cultural evolution. In 1989, a specific research programme was launched on luxury 
goods. 

The ACE methodology uses a set of 100 socio-cultural items which measures 
the adhesion of an individual to 34 values (for example, achievement, flexibility, 
security, opportunism, etc.) each of which is defined in two to four statements. 
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For example, to measure the need for achievement, the following item is used: 
“It often happens that I do something simply to prove to myself that I can do 
it’ (The proprietary nature of the data makes it impossible to disclose the 
full set of items used in the survey.) 

To structure and explain the resulting information, a multivariate analysis, 
known as factor analysis of correspondence [21], was then used to determine 
the major underlying dimensions. The most important dimension, called attitude 
towards cultural change, sums up the degree of adhesion of the respondents 
to the global evolutionary trends of society. According to their factor score on 
this dimension, respondents can be classified as more or less “on trend”. 

“On trend” persons are favourably disposed towards risk taking, mistrust 
hierarchical and formal structures, and prefer to take charge of their destiny 
and to make the most of their physical, mental and affective potential. They 
appreciate spontaneity, and seek to preserve their capacity to adapt to the world 
around them. In contrast, persons identified as “off trend’ ’ are more attached 
to their roots and their own security. They appreciate a close relationship with 
their immediate environment but feel deprived when confronted with society’s 
main evolutions. 

For the specific needs of this research, respondents were divided into four 
levels of attitude towards cultural evolution, with the corresponding percentages: 
14 per cent, 26 per cent, 24 per cent, 36 per cent (from the most to the least 
“on trend”). 

Results 

Figure 1 presents the distribution of the European population according to the 
intersection of income and culture. These results reveal a strong independence 
between both phenomena, which is confirmed by a chi-square analysis. 

In other words, both those “on trend” and “off trend” are drawn as much 
from the rich classes as the poor. It is impossible to “predict” the cultural 
profile from the income position and vice versa. This phenomenon, revealing 
in itself, is also interesting from a methodological point of view, since it enables 
one to use analytical methods which assume independence between the 
explanatory variables. 

Figure 2 shows the degree of penetration of luxury goods in each of the 16 
boxes formerly identified. In each cell appears the number of luxury goods 
consumers (as previously defined), as a percentage of the cell population. In 
other words, 22 per cent of the rich and “on trend” consume luxury goods, 
while the corresponding percentage is 2 per cent among the poor “off trend”. 
Such results clearly show the influence of income and culture on the consumption 
of luxury products. 

Not surprisingly, one discovers that income induces people to acquire luxury 
goods, since the degree of product penetration is 3 per cent for the less wealthy 
and 13 per cent for the more wealthy. But culture plays an equivalent role, since 
the consumption of luxury goods triples when, regardless of which level of 
income is considered, one compares the most “on trend” with the most “off 
trend”. Both research hypotheses (HI and H2) are thus confirmed. 
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Figure 1. 

Distribution of the 
European Population 
(Percentage) (Total 
Matrix = 100 per cent) 


Figure 2. 

Level of Penetration of 
Luxury Goods 
(Percentage) 
(European 
Average = 5 per cent) 
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Obviously, when the effects of income and culture are combined, the penetration 
of luxury goods is at a maximum among the “wealthy on trend”. If numbers 
(1-4) are associated with each level of income and culture, a regression analysis 
can be developed. It confirms the previous conclusions and measures the 
magnitude of the relationship (see Table II). 

Income, by itself, approximately accounts for half (0.494) of the luxury 
acquisition, whereas culture explains about one-third (0.317). When the two 
independent phenomena are considered jointly, more than three-quarters of the 
variance of luxury goods penetration (77.8 per cent) is accounted for. Considering 
this result, we can develop the “luxury equation” in the following simplified form: 

Luxury penetration = -6 + 3* Income + 2* Cultural affiliation (in percentage 
of consumers) 

In other words, starting from a level of luxury consumption close to zero, 
(-6+3*l+2*l = -1; in the case of the lowest income and most “off trend” 
levels), a move from one level to the next is accompanied by a further penetration 
of three points for income, and two points in the case of culture. 

On the basis of such an equation, the link between what was observed in reality 
(i.e. in the survey) and the “predicted” penetration as calculated from the 
regression equation is rather obvious. As a case in point the predicted penetration 
for the “high on trend” cell is 9 per cent (-6+3*+2*3). The real penetration 
rate was 8 per cent. For the “low off trend”, the corresponding figures are 4 
per cent and 3 per cent, respectively. 
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Discussion and Conclusion 

This exploratory study brings to light the results of the significant role played 
by income and culture in the acquisition of luxury goods. The substantial 
contribution of each variable, when considered independently, suggests that 
consumers have access to luxury goods in two different ways. For marketing 
managers, this may result in two different strategies. 

The first one is traditional, and corresponds to current managerial practice 
in the luxury goods industry. Centred on the purchasing power of consumers, 
it induces luxury goods companies to sell their products at premium prices through 
selective distribution channels. This approach is consistent with the micro¬ 
economic model of consumer behaviour, in which goods are purchased for the 
utility they offer to the buyer. For luxury goods, sources of utility typically 





Standard error of 




Regression 

registered 

Computed 



coefficient 

coefficient 

T -value 

.. 

Income 

2.9 

0.20 

14.5 

Table 11. 

Culture 

2.1 

0.19 

11.1 

Income, Culture and 
Luxury Goods 

Constant term 

-5.9 

2.03 

2.9 

Consumption Multiple 
Regression Results 

R 2 

0.77 
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include product quality, aesthetic design, excellence of service, etc. It is also 
consistent with the “conspicuous consumption’’ model|22|. Motivated by a 
desire to impress others, with the ability to pay particularly high prices, this 
form of consumption is primarily concerned with the ostentatious display of 
wealth. 

Since luxury products are expensive and income and wealth unequally 
distributed, it makes sense, according to this view, to target the efforts on those 
who enjoy a privileged economic status. 

The second mode of access to luxury goods is more intriguing. Our research 
reveals that there is a strong link between a positive attitude towards cultural 
change and consumption of luxury goods. This indicates that many people buy 
such goods for what they symbolize. This is consistent with the hedonic 
consumption and extended self-personality models, according to which 
purchasing luxury goods represents an extreme form of expressing one’s values. 

Luxury goods companies interested in exploring this second option further 
should implement a three-step procedure: first, they should explore in depth 
the values expressed, implicitly or explicitly, by their brand names and products. 
A semiotic analysis of their marketing communications can provide valuable 
help in this respect[23j; then, they should analyse their customers’ value systems 
using a methodology such as the one illustrated here; finally, they should assess 
the extent to which their current brand strategy exploits cultural affinities as 
well as anticipated evolution and, if necessary, revise the strategy and/or its 
implementation accordingly. In the end, the market for luxury goods may appear 
divided in two segments: one of authenticity and the quest for absolute quality, 
where brands act as standards of excellence; the other of models and social 
codes in which the brands represent symbols. But we have seen that the 
maximum penetration of luxury is obtained when income and culture converge 
their effects. An interesting but challenging strategy consists, therefore, in 
positioning the brand at the intersection of both worlds. The brand thus draws 
its fascination for one group from the legitimacy given by the other. 
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